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D-AMERICA BUILDERS SUPPLY, ) a 
INC. , ) 
Plaintiff, ) 
-vVs- ) NO. 73 C 1088 
7 r ) 
SARGENT & COMPANY, etc., ) 
St. Biss ») 
) = 
Defendants. ) 
MEMORANDUM OPINION 


Plaintiff, Mid-America Builders Supply, Inc. ("'Mid- 
America") has brought a complaint against Sargent and Company 
("Sargent"), Walter Kidde & Company, Inc., and Ken Lee Hardware . 
Company ("Ken Lee"), for violations of the Sherman Act. 15 
U.S.C. §1 et seq. In the complaint, plaintiff alleges that "de- 
fende:ts have engaged in an uniawful combination and c spiracy 1) Ay gy 
to eliminate competition in the sale of finish hardware in pub- 


lic and private construction projects in the trade area" in 


* 
violation of Section 1 of the Sherman Act. Plaintiff further 
charges that "defendants have monopolized and attempted to monop- 
olize and have combined an’ conspired with each other to monopolize" 
the relevant market in violation of Section 2 of the Sherman Act. F 
The "trade area" involved consists cf the counties of Cook, Lake, ies 
McHenry, Winnebago, DuPage, Kane, Kankakee and Will, in the State ® 
of illinois. Plaintiff seeks treble damages and various forms of 4 


injunctive relief pursuant to Sections 4 and 16 of the Clayton [ 


act, 25 U8... §25:-ane- 626 This memorandum opinion will con- 


rH 


fact and conclusions of law fo 


Stitute the court's findings o 


this case pursuant to Rule 52(a) of the Federal Rules of Civil 


1964 by Dayid Oaks, a former salesman for Sargent and Company, as © 
a distributor of builders hardware in the metropolitan Chicago 

area. In 1967, Oaks caused the business to be incorporated as 
fid-America Builders Supply, Inc., and Oaks has continuously been 
the sole shareholder of the corporation since that date. Throu 
ut the periods relevant to this action, Mid-America maintained 


a small office and warehouse in Chicago, and except for a brief 


period in 1972, employed only Oaks and a secretary. 


B. Sargent and Walter Kidde & Company, Inc. 


Defendant Sargent and Company is a Delaware corporation 
having its principal place of business in New Haven, Connecticut. 
Since 1967 Sargent has been a subsidiary of defendant Walter 
<idde & Company, Inc. Sargent manufactures a line of "finish" 
hardware which includes locks and keys, latches, door closexs, 


exit devices and miscellaneous hardware used for doors and open- 


ings. It sells this builders hardware to independent distribu- 
tors (like Mid-America) for resale to building contractors for in- 


stallation in building construction projecis. 


Cc. Ken I ee 


Defendant Ken Lee Hardware Company is an Illinois corpora- 


: , ; yee ; BA aaates s-Guee 
tion having its principal place of business in Chicago. In 1965 


2 predecessor Corporation (of the same name) sold its assets to 
the present corporation. Mr. Kenneth Lee was the Principal stock- 
holder in the Predecessor, but has no Ownership interest or con- 
trol in the Successor corporation. Ken Lee is also a distribu- 

tor of builders hardwere in the metropolitan Chicago area. At 

all relevant times for purposes of this litigation, Ken Lee Operat- 


ed a much larger business than Mid-America 


( 
1) 
ie) 
be; 

“a 
+ 


and warehouse, Stocking substantial quantities of goods of Sar- 
sent and other manufacturers, and employing locksmiths and other 
Specialists in the business of Selling builders hardware. It main- 
tained a service department and Sold builders .ardware over the 


counter to customers which included Mid-America. 


II. Deser ription of the Busines: of a Distributor of Business 
Hardware 


The plaintiff and defendant Ken Lee are both in the 
business of distributing builders hardware in the metropolitan 
Chicago area. Such a distributor would contract with architects 
or building contractors, either by negotiation or competitive 
bidding, to Supply them with finish hardware to be used in their 
construction projects. Ken Lee and Mid- merica could supply 
Products from Several manufacturers including Sargent, and would 
negotiate or bid to contract to supply a 8iven manufacturer's 
Product at a certain Price. Neither Ken Lee nor Mid-America main- 
tained sufficient inventory of every product to supply finish 
hardware for Particular construction Projects; as a result, each 

ould have to order the required hardware from the manufacturer, 


When purchas ing from Sargent, the distributor would order from 


NS 


mC Ss home office in New Haven, Connectic 
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sped from there into interstate commerce. 
Prom 1965 through 1972 gross sales by Mid-America of 


all builders hardware and hollow 


follows (using a fiscal year of July 1 to June 30 for periods 


£ on " ° - M 
arter its incorporation): 
’ 4 
; 1965 1966 1967 1968-69 1969-70 1970-71 1971-72 
> 875,752 $136,752 9187,273 $139,539 $ 85,078 °176,614 $243,647 
| 
Mec Amarica a¢ rehases arcer ilders hardw ; 3 
fid-America had purchases of Sargent builders hardware items for | 


4 the period 1965 through 1972 as follows: | 
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Ken Lee had purchases of Sargent builders hardware items for the 
Same period as follows: 
1965 1966 1967 1968 1969 1970 1971 


$485,971 ? ? $579,081 $591,581 $720,525 $694, 680 
(No evidence 
offered.) 


‘ 


Iil. The Plaintiff's Claims 


A. Restrictions on Ken Lee Jobs 
ste RESTTICCIONS OT my Hee Joos 


Mid-America claims that Sargent and Ken Lee restricted 


it to only those construction jobs within the metropolitan Chicago 
area that were not being bid on by Ken Lee or were not being erect- 
ed by architects or general contractors with whom Ken Lee did 


business. The sole basis in the record for such a claim is the 


Javid Oaks that in 
a sales representative for Sargent, anc prior 


Kenneth 


Oaks testified he was told not 
ects and general contractors curre 
received a lis 
nee offered that 
from the architects or general contractors on 

was restrained in any way by either Sargent or Ken Lee from solicit- 
ing their business or ever complained to Sargent or Ken Lee of any 
such restraints. In fact, the only instance as to which there is 
evidence where Mid-America sought to bi -he same job on which 
Ken Lee submitted a bid was the Bel Harbour apartments project in 
1966, and in that case, 
ed to Mid-America. That job, however, 
supply Sargent Maximum Security lock cylinders, which 
was not authorized to distribute. Thus Mid-Amer 


e 


chase the cylinders from Ken Lee, but did so at factory cost. 


B. Restrictions on Extensions of Master Key Systems 


Plaintiff claims that Sargent restricted distributors 
from bidding on extensions to established master key systems so 
as to favor the Sargent distributor who originally established 
the system. A master key system is a lock and key system designed 


spe ifically for a particular building o complex of buildings 
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tors selling only other brands of builders hardwa Concerning 

+ ont - a £ a nx iit } 1 : } 

t 2 JOOS ¢ which plaintiff claims Sar 1 efused to sell hard- 
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Du nen Lee, suctr Liar occurrences icc Oo a con nce * e 


issued by the United States District Court for the District of 


Connecticut on April 8, 1970, in a civil action, No; 23.263; £it- 


: a a =a re, ae + ie Ae - hh as fo, Se 

ed against Sargent by the United States As to the jobs cited by 
la ? A A 5 } _ "9¢ th 

plaintiff, Mid-America was in no \ involved; in no « > was ere 
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Plaintiff claims that Sargent assigned its distributors 


to exclusive geographical territories. Mid-America and Ken Lee 


1 Hawaii v. Standard Oil 263, n.-14 (1972). See Standing to 
under §¢ Slayton Act, 64 Colum.L.Rev. 570 (1964). 
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the type of transaction that the Supreme Court sought to protect 


in Schwinn. As the district court noted in that case, if franchised 


dealers who "acted as a funnel" for unfranchised 
a result of such activities, 


been] a lawful cancell. 
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Moreover, even if such conduct on Sargent's part con- 
stituted a violation of the Sherman Act, the plaintiff is barred 
from recovering the treble damages it seeks under Section 4 of 
the Clayton Act by the Statute of Limitations of Section 4B of 
Act, which provides a four-year period within whicl cause of 
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